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I,

OATH OR AFFIRMATION

RICHARD FOSTER , swear (or

affirm) that, to the best of my knowledge and belief that the accompanying financial statements and supporting schedules pertaining

to the firm of

FOLGER NCLAN FLEMING DOUGLAS INCORPORATED

as of _ December 31, 2007, _are true and correct. [ [urther swear (or affirm) that neither the company nor any partner, proprietor,

principal officer or director has any proprietary interest in any account classified solely as that of customer, except as [ollows:

Ricbard Toatr

' Signature )

PRESIDENT/CHIEF EXECUTIVE OFFICER

Title

C My G

mmission Expires October 14 2012

This report** contains (check all applicable boxes):

B

ocooooocooo®

(m]

(a)
(b)
(c}
()
(e)
(D)
(g
(h)
(i)
()

(k)
®

Facing page.

Statement of Financial Condition.

Statement of Income (Loss).

Statement of Cash Flows.

Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

Statement of Changes in Liabilities Subordinated to Claims of Creditors,

Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant (o Rule 15¢3-3.

Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

An Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(m
(o)

A reporl describing any material inadequacies found to exist or found to have existed since the dale of the previous
audit.
Independent auditor’s report on internal accounting control.

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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WILLIAM BATDORF & COMPANY, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
1750 K STREET, N.W., SUITE 375
WASHINGTON, DC 20006

INDEPENDENT AUBITORS' REPORT

To the Board of Directors of
Folger Nolan Fleming Douglas Incorporated
Washington, DG

We have audited the accompanying statement of financial condition of Folger Nolan
Fleming Douglas Incorporated, at December 31, 2007. This financial statement is the
responsibility of the Company's management. Our responsibility is to express an opinion
on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statement is free of
material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statement. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the financial statement referred to above presents fairly, in all
material respects, the financial position of Folger Nolan Fleming Douglas Incorporated, at
December 31, 2007, in conformity with accounting principles generally accepted in the
United States of America.

/. %%fa

February 22, 2008

TELEPHONE
{202) 331-1040
FACSIMILE
{202) 6591293




CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2007

ASSETS
Cash $ 632,053
Receivable from Clearing Organization 10,805,010
Securities Owned, at Market Value 46,715,169
Securities not Readily Marketable 19,850
Memberships in Exchanges 13,500

Furniture, Equipment and Leasehold Improvements, at
cost, less accumulated depreciation and amortization

of $2,282,600 847,193
Other Assets 1,117,283
Total Assets $ 60,150,058

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities
Accounts Payable and Accrued Expenses $ 813,733
Income Taxes Payable - Current 13,549
Deferred Tax Liability 16,951,077
Total Liabilities 17,778,359

Stockholders’ Equity
Preferred Stock (4% cumulative non-voting, $100 par value,

100 shares authorized, 75 shares issued and outstanding) 7,500
Common Stock Class A ($100 par value, 10,000 shares
authorized, 4,517 shares issued and outstanding) 451,700
Common Stock Class B (non-voting, $100 par value, 1,000
shares authorized, 568 shares issued and outstanding) 56,800
Retained Earnings 41,855,699
Total Stockholders’ Equity 42,371,699
Total Liabilities and Stockholders' Equity $ 60,150,058

See accompanying Notes to Consolidated Financial Statements.




FOLGER NOLAN FLEMING DOUGLAS INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2007

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Folger Nolan Fleming Douglas Incorporated (the "Corporation”) is a registered
broker-dealer providing securities brokerage services primarily in the Washington, D.C.,
Baltimore, Maryland and Cambridge, Maryland areas. The Corporation is registered with
the Securities and Exchange Commission (SEC) and is a member of Financial Industry
Regulatory Authority (FINRA). The Corporation is also registered with the SEC as an
investment advisor under the Investment Advisors Act of 1940.

Folger Nolan Fleming Douglas Holdings, Inc. is a wholly-owned subsidiary of the
Corporation.

Folger Nolan Fleming Douglas Capital Management, Inc. (CMI} is a wholly-owned
subsidiary of the Corporation. CMI is a registered investment advisor under the Investment
Advisors Act of 1940.

Folger Nolan Fleming Douglas Insurance Agency, Inc. is a wholly-owned subsidiary
of the Corporation.

Principles of Consolidation

The consolidated statements of financial condition, income, changes in
stockholders' equity, and cash flows include the accounts of the Corporation and its wholly-
owned subsidiaries. All significant intercompany balances and transactions between the
Corporation and its subsidiaries have been eliminated in the consolidation.

Securities Transactions
Securities transactions are recorded on a trade date basis.

Receivable from clearing firm is comprised of credit balances in accounts held for
the benefit of the Corporation.

Securities Owned

Securities owned by the Corporation are valued at market with the resultant
unrealized gain or loss reflected in the statement of income. Dividends are recorded as
income when received, which does not materially differ from the accrual basis.

Securities owned at December 31, 2007 consisted of common stocks (99%) and
corporate, government and municipal bonds (1%).




FOLGER NOLAN FLEMING DOUGLAS INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2007

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and Equipment
Depreciation and amortization of office equipment and leasehold improvements is
recorded on a straight-line basis over the estimated useful lives of such assets.

Income Taxes

The Corporation accounts for income taxes under the liability method, whereby
deferred income taxes are recognized for the tax consequences of temporary differences
by applying enacted statutory tax rates applicable to future years to differences between
the financial statement carrying amounts and the tax basis of existing assets and liabilities.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilites and
disclosures of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

NOTE 2 - OTHER REGULATORY REQUIREMENTS

The Corporation is subject to the provisions of Rule 15¢3-3 of the Securities and
Exchange Commission. However, the Corporation operates pursuant to the exemptive
provisions of Paragraph (k)(2)(ii} of Rule 15¢3-3.

NOTE 3 - PROFIT-SHARING PLAN

The Corporation provides retirement benefits for substantially all employees through
a defined-contribution profit-sharing plan. Funding is at the discretion of the Corporation.
The Corporation has elected to make a contribution of $107,830 for 2007.

NOTE 4 - PREFERRED STOCK

The preferred stock is redeemable at 100% of par value.




FOLGER NOLAN FLEMING DOUGLAS INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2007

NOTE 5 - INCOME TAXES

The provision (benefit) for income taxes consists of the following at December 31,

2007:
Current Deferred Total
Federal $ 1,853,837 $ 862,187 $ 2,716,024
State 544 978 280,973 825.951
Total $ 2,398,815 $ 1,143,160 $ 3,541,975

The primary difference between income taxes at the statutory rate and the effective
rate are the dividends received deduction, municipal interest and state taxes net of federal
benefit.

The principal temporary difference between income before taxes for financial
reporting purposes and for income tax purposes relates to net unrealized appreciation on
investment securities which is included in revenues in the statement of operations but is
not reportable for tax purposes until realized.

NOTE 6 - COMMITMENTS AND CONTINGENCIES

The Corporation has entered into operating leases for real estate and computer
software. Total rental expense under such lease agreements amounted to $423,268 for
the year ended December 31, 2007. Included in rental expenses is $328,515 for rental of
office space owned by the family of a principal of the Corporation. Certain leases contain
provisions for escalations.

The aggregate minimum annual rental commitments at December 31, 2007 for
leases of one year or more are as follows:

2008 $ 310,703




FOLGER NOLAN FLEMING DOUGLAS INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2007

NOTE 7 - NET CAPITAL REQUIREMENTS

The Corporation is subject to the Securities and Exchange Commission's Uniform
Net Capital Rule (Rule 15¢3-1), which requires the maintenance of minimum net capital
and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall
not exceed 15to 1. At December 31, 2007, the Corporation had net capital and net capital
requirements computed under these provisions as follows:

Net Capital $ 35,288,491
Net Capital Requirement $ 250,000
Ratio of Aggregate Indebtedness to Net Capital 3%

NOTE 8 - FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

The Corporation’s customers’ accounts are carried on a fully disclosed basis with
another broker dealer, which reduces, but does not eliminate, its risks associated with
customer activities. In the event a customer is unable to fulfill its contracted obligations
with the carrying broker-dealer, the Corporation may be at risk to fulfill the customer’s
obligations.

NOTE 9 - CONCENTRATIONS OF CREDIT RISK

Cash and cash equivalents consisted of investments in money market mutual funds
and cash on deposit with established federally insured financial institutions. Total cash on
deposit at various times during the year exceeded the federal deposit insurance limits. The
Corporation has never experienced any losses in these accounts and does not believe that
it is exposed to any significant concentration of credit risk.

NOTE 10 - CONSOLIDATED SUBSIDIARIES

The following is a summary of certain financial information of the Corporation’s
consolidated subsidiaries:

Total Assets $ 1272822

Stockholder's Equity $ 1,095,464




